
OPEN MEETING AGENDA ITFh' 

Tucson Electric Power 
88 East Broadway Blvd., P.O. Box 71 1 

Tucson, Arizona 85702 

April 15,2013 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Re: Notice of Filing - Tucson Electric Power Company's 2013 Cost Containment Report 
Decision No. 71256, Docket Nos. E-0 1933A-05-0650, E-01933A-07-0402 

Pursuant to Decision No. 71256 (September 3, 2009), Tucson Electric Power Company 
hereby files its annual 2013 Cost Containment Report as required by Decision No. 59594 (March 
29, 1996). 

If you have questions or comments please contact me at (520) 884-3680. 

Best regards, 

%"3"r-e Je s aBryne 
RdghlatoG Services 

Enclosures: Cost Containment Report 

cc: Compliance Section, ACC 
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COST CONTAINMENT 
REPORT 



TUCSON ELECTRIC POWER COMPANY 
2012 COST CONTAINMENT REPORT 

The following is a summary of Tucson Electric Power Company’s (“TEP” or “Company”) cost 
containment efforts and quantified savings for 2012. A detailed table outlining TEP’s savings 
for new initiatives since the 2011 rate case test year of $8.3 million is attached as Exhibit A. 
Additionally, the Company continues to experience actual to budget savings due to constraining 
newheplacement hires and travel and training in 2012 amounting to $4.8 million also outlined in 
Exhibit A. 

Contract Renegotiation / SUDD~V Chain ManaPement 
The Company implemented a supply chain sourcing effort in 2009 that continues to reduce costs 
for gasoline, equipment, poles, wires, transformers and hydrogen and saved $3.1 million in 2012. 
Negotiations with insurance carriers have also resulted in a savings of $531K for general 
liability, director and officer premium and workers compensation, New in 2012 were 
negotiations for Springerville to return a cash premium, as well as, a modified coal sales 
agreement resulting in $779K savings. Additional small renegotiations for better rates amounted 
to a savings of $152K. These efforts resulted in a total savings of $4.8 million for 2012. 

Administrative S u ~ ~ o r t  SavinPs 
Refinancing initiatives of higher cost debt amounted to a savings of $2.3M which were offset by 
higher interest fiom locking into a lower rate of $1.2M for a net savings of $1 .1M. The Arizona 
Department of Revenue approved a method change in uncollectible accounts on sales tax returns 
resulting in a 2012 savings of $941,000. Smaller initiatives, which reduced toner costs and 
increased income tax interest recovery, amounted to $88,000. 

Technolow Services 
The Company saved an additional $366K by increasing the use of electronic customer bills and 
automated bill pay and saving costs on the related postage and bill stock costs. Implementation 
of a bar code scanner has reduced overtime related to meter reads. TEP has also invested in a 
fixed area network which has resulted in a savings of $63 1K in reduced manual reads. 

Generation ExDenses 
In 2012, the increased use of lower cost employees to replace outside contractors resulted in 
additional savings of $400K. 

2012 Actual to Budpet Savings 
TEP instituted company-wide hiring restrictions for 2009 and continued an approval process 
through 2012. This process saved TEP approximately $4.4 million compared to budget in 2012. 

Travel and training expenses company-wide in 2012 were minimized to achieve a savings of 
$435K compared to budget. 
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EXHIBIT A 
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